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The  following  reflections  were  originally  published  in  numbers , 
in  one  of  the  JYewspapers  of  this  City. — The  writer  is  aware  of 
two  defects  in  them  growing  out  of  that  mode  of  publication. — 
With  the  wish  to  be  short , has  arisen  a style  too  much  condensed 
for  the  proper  developement  of  the  subject — and  with  the  division 
into  numbers  a more  desultory  and  less  methodical  arrangement  than 
was  suitable . Nevertheless , the  importance  of  the  subject , and  the 
desire  to  contribute  even  a mite  for  the  public  benefit , have  impelled 
him  to  a more  extended  publication  in  this  form.  Others  may 
perfect  what  he  has  only  attempted. 
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REFLECTIONS  ON  THE  CURRENCY. 


In  undertaking  to  express  some  opinions  upon  the  causes 
of  the  present  pecuniary  condition  of  the  United  States, 
I feel  myself  justified  both  by  the  great  importance  of  the 
subject  and  by  the  interest  in  it  which  most  of  the  distin- 
guished politicians  of  the  day  have  taken. — Among  the 
various  expositions  which  have  been  given  to  the  public, 
it  has  appeared  to  me  that  a systematic  explanation  of  the 
true  reasons  for  the  late  money  pressure  in  connexion 
with  the  state  of  the  currency  has  been  wanting  ; and  that 
the  public  mind  has  not  as  ) et  been  at  all  directed  to  the 
right  path  of  investigation  without  which  little  hope  can  be 
entertained  of  permanent  benefit  from  the  discussion. — 
For  example,  Mr.  Webster,  a gentleman  from  whom  as 
well  on  account  of  position  as  of  exalted  reputation,  a 
thorough  examination  of  the  truth  might  have  been  expect- 
ed, has  as  it  seemed  to  me  not  merely  failed  in  this  regard 
but  has  contributed  a good  deal  to  lead  the  Nation  into 
error. — And  what  he  has  not  succeeded  in,  it  is  not  mat- 
ter of  much  wonder  that  men  of  smaller  powers  have  not 
even  attempted. — Without  pretending  myself  to  supply  the 
void  which  unquestionably  exists,  I hope  I shall  be  able 
to  present  a new  view  deduced  from  a patient  investiga- 
tion of  the  events  of  the  last  few  years,  which  if  by  no 
means  perfect  in  itself,  may  yet  when  submitted  to  the  re- 
fining crucible  in  abler  and  more  experienced  hands  pro- 
duce some  useful  and  beneficial  product  for  the  improve- 
ment of  the  future.  That  action  upon  the  subject  will  be- 
fore long  be  needed,  few  reflecting  men  will  even  now  de- 
ny. And  the  nature  of  that  action  whether  for  good  or  for 
evil,  it  can  as  little  be  doubted,  will  very  much  depend 
upon  the  degree  in  which  cause  and  effect  in  this  branch 
of  science  of  political  economy  can  be  correctly  and  gen- 
erally understood. 

There  has  been  and  is  great  money  distress — Mr.  Bid- 
dle, whose  authority  in  these  matters  is  entitled  to  very 
great  weight,  ascribes  it  to  the  course  of  the  Administra- 
tion ; first,  in  requiring  specie  to  be  paid  for  the  public 
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lands,  and  secondly,  by  the  transfers  made  of  the  public 
money  from  one  State  to  another  in  anticipation  of  the 
distribution  law  passed  at  the  last  session.  In  this  point, 
Mr.  Webster  appears  to  agree  with  him,  and  follows  the 
argument  out  somewhat  further  by  illustration  ; but  it 
may  nevertheless  be  reasonably  doubted  whether  it  can 
be  pressed  as  far  as  these  gentlemen  would  press  it. — 
Even  if  we  were  inclined  to  admit  that  these  operations 
might  contribute  to  increase  the  difficulties  the  commer- 
cial community  has  labored  under,  yet  this  would  not 
reach  the  original  cause  of  those  difficulties.  If  in  a dry 
season,  all  the  water  of  any  particular  stream  is  wanted 
when  running  in  its  natural  channel,  and  yet  artificial 
channels  are  made  with  the  view  of  drawing  off  part  of 
that  water,  every  body  can  see  that  a great  and  inconven- 
ient deficiency  will  arise  upon  the  original  stream,  which 
will  cause  much  employment  upon  it  to  stop  ; but  they 
will  not  be  made  at  all  the  wiser  as  to  the  reason  why  the 
season  was  so  dry,  and  therefore  gave  so  small  an  aggre- 
gate body  of  water.  In  March,  April,  May  and  June  of 
last  year,  there  was  very  considerable  uneasiness  in  the 
money  market,  and  the  rate  of  interest,  paid  in  Boston, 
for  loans  varied  from  nine  to  twenty  per  cent  per  annum. 
It  was  higher  in  the  other  commercial  cities  of  this  Coun- 
try. This  was  before  the  date  of  the  order  requiring  spe- 
cie, and  before  the  passage  of  the  distribution  law,  which 
are  considered  the  causes  of  the  distress.  It  is  clear  then 
that  though  they  may  have  increased  it,  they  cannot  have 
caused  it,  because  it  existed  before  they  went  into  operation. 

As  long  since  as  at  the  last  session  of  Congress,  Mr. 
Webster  alluded  to  high  rates  which  were  then  paid  for 
money,  and  at  the  same  time  let  slip  some  expressions  of 
surprise  at  the  high  prices  for  commodities  of  all  kinds 
co-existing  with  those  rates.  This  anomaly  has  not,  so 
far  as  I have  observed,  been  touched  upon  in  the  way  of 
explanation  by  any  one.  Mr.  Webster  in  the  last  and 
most  labored  speech  he  has  made  on  the  subject,  him- 
self alludes  to  the  high  prices  only  in  a secondary  way, 
when  one  would  think  it  should  have  commanded  all 
his  attention.  He  denies  that  they  are  owing  to  paper 
issues  by  our  banks,  and  in  order  to  support  this  denial  is 
forced  to  the  extravagant,  and  as  it  seems  to  me,  very 
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feebly  explained  position,  that  there  has  actually  been  an 
increase  in  value  owing  to  the  accumulation  of  capital  in 
the  country  corresponding  to  the  increase  in  prices. 

But  what  is  the  meaning  of  value  ? Money  is  not  the 
wealth  of  a community.  It  is  only  a mode  of  counting  or 
estimating  in  numbers  that  wealth  which  consists  of  the 
labor  and  commodities  of  a country.  If,  therefore,  any 
body  pleases  to  count  the  labor  and  commodities  either 
with  units  or  with  decimal  parts  of  the  unit,  so  long  as  he 
treats  all  alike,  he  will  not  increase  the  actual  value  of 
them  a particle.  He  will  only  use  more  figures  in  the  one 
case  than  in  the  other.  Let  me  try  to  explain  this  an- 
other way.  Five  years  ago  a laborer  could  get  perhaps 
a dollar  for  his  day’s  labor,  with  which  he  could  purchase 
say  thirty  pounds  of  flour — now  supposing  that  he  receives 
two  dollars  for  the  same  amount  of  work,  wherein  is  he 
more  rich  if  he  is  not  able  to  buy  wdth  the  two  dollars 
a single  ounce  more  of  flour  than  he  did  before  ? Mr. 
Webster  may,  if  he  pleases,  call  this  an  increase  in  the  val- 
ue of  labor,  or  an  accumulation  of  capital,  but  it  seems  to 
me  to  be  nothing  more  than  an  increase  of  the  money 
which  counts  the  value  of  labor. 

Nor  it  it  necessary  in  supposing  an  excess  of  paper  mon- 
ey to  believe  that  it  will  immediately  depreciate.  Mr. 
Webster  maintains  that  because  all  paper  is  yet  converti- 
ble, and  can  be  used  in  calculating  exchangable  value 
with  foreign  countries,  it  cannot  in  itself  be  the  cause  of 
the  high  prices.  But  supposing  fora  moment  that  all  the 
paper  now  in  issue  was  silver  and  gold,  if  that  silver  and 
gold  had  increased  suddenly  out  of  all  proportion  to  the 
increase  of  the  commodities  of  the  country,  the  effect  would 
be  only  to  raise  the  price  of  those  commodities  estimated  in 
money.  Every  body  knows  this  was  the  consequence  of 
the  influx  of  the  precious  metals  into  Europe  from  Ameri- 
ca, which  raised  the  price  of  commodities  to  four  times 
what  they  were  before.  If  all  our  money  was  silver  and 
gold  there  would  be  no  danger  from  the  late  rise  in  prices; 
it  would  merely  be  making  use  of  two  pieces  where  one 
answered  before  ; but  it  is  not  silver  nor  gold,  it  is  paper  in 
itself  worth  nothing,  and  depending  for  its  value  upon  the 
quantity  of  silver  and  gold  in  the  country.  If  any  thing 
should  happen  to  cause  a diminution  of  this  quantity, 
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then  the  hazard  to  the  paper  is  not  in  the  mere  ratio  of 
that  diminution,  but  in  the  much  greater  one  of  the  quan- 
tity of  paper  out.  This  will  be  considered  more  fully 
hereafter. 

It  may  be  generally  assumed  that  when  products  which 
are  the  wealth  of  a community  increase  while  money  re- 
mains stationary,  prices  will  fall.  When  products  in- 
crease while  money  increases  in  about  the  same  ratio, 
prices  remain  the  same.  When  products  remain  stationa- 
ry or  diminish,  or  even  increase,  but  in  no  kind  of  pro- 
portion to  the  increase  of  money,  then  will  prices  rise. — 
These  appear  to  me  clear  general  rules,  free  of  course 
from  the  application  of  local  or  partial  exceptions  spring- 
ing from  causes  unconnected  with  them. 

But  perhaps  it  may  not  be  unadvisable  for  me  to  fortify 
my  opinion  as  well  as  to  elucidate  it  with  the  following 
passage  from  a writer  distinguished  for  his  perspicuity  and 
acuteness. 

“It  seems  a maxim  almost  self-evident,”  says  David  Hume,  “that 
the  prices  of  every  thing  depend  on  the  proportion  between  commod- 
ities and  money,  and  that  any  considerable  alteration  on  either,  has 
the  same  effect,  either  of  heightening  or  lowering  the  price.  Increase 
the  commodities,  they  become  cheaper  ; increase  the  money,  they 
rise  in  their  value.  As  on  the  other  hand,  a diminution  of  the  for- 
mer, and  that  of  the  latter,  have  contrary  tendencies.” 

I must  be  bold  enough  then  at  once  to  deny  the  cor- 
rectness of  the  position  taken  by  Mr.  Webster,  that  the 
late  rapid  rise  in  the  prices  of  labor  and  commodities  was 
owing  to  any  increase  of  value  or  accumulation  of  capital, 
and  to  maintain  in  opposition  that  it  is  the  mere  conse- 
quence of  an  excess  of  money. 

And  to  sustain  my  position  it  is  not  necessary  for  me 
to  draw  any  distinction  between  the  sorts  of  money  used 
— whether  gold  or  silver  or  paper  supposed  to  be  readily 
convertible  into  those  metals.  I go  one  step  farther,  and 
still  keeping  out  of  sight  this  distinction,  I design  to  con- 
sider the  mode  by  which  the  rapid  increase  of  money 
first  shows  itself  in  the  operation  upon  the  community, 
giving  an  appearance  of  prodigious  prosperity  and  at  the 
same  time  creating  a great  demand  for  more  money.  To 
do  this  more  clearly,  I propose  to  be  again  indebted  to  Mr. 
Hume  for  a long  passage,  which,  with  the  necessary  qual- 
ifications for  our  different  business  habits,  and  for  the 
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quicker  effect  paper  issues  must  produce,  by  being  so  ea- 
sily attainable  by  all  classes,  describes  our  present  situa- 
tion very  closely. 

‘‘Though  the  high  price  of  commodities  be  a necessary  consequence 
of  the  increase  of  gold  and  silver,  yet  it  follows  not  immediately  upon 
that  increase,  but  some  time  is  required  before  the  money  circulates 
through  the  whole  State,  and  makes  its  effects  be  felt  on  all  ranks  of 
people.  At  first  no  alteration  is  perceived  ; by  degrees  the  price 
rises,  first  of  one  commodity,  then  of  another  ; till  the  whole  at  last 
reaches  a just  proportion  with  the  new  quantity  of  specie  which  is  in 
the  kingdom. — In  my  opinion,  it  is  only  in  this  interval  or  intermedi- 
ate situation , between  the  acquisition  of  money  and  rise  of  prices,  that  the 
increasing  quantity  of  gold  and  silver  is  favorable  to  industry.  When 
any  quantity  of  money  is  imported  into  a nation,  it  is  not  at -first  dis- 
persed into  many  hands  ; but  is  confined  to  the  coffers  of  a few  persons 
who  immediately  seek  to  employ  it  to  advantage.  Here  are  a set  of 
manufacturers  or  merchants,  we  shall  suppose,  who  have  received  re- 
turns of  gold  and  silver  for  goods  which  they  sent  to  Cadiz.  They 
are  thereby  enabled  to  employ  more  workmen  than  formerly,  who 
never  dream  of  demanding  higher  wages,  but  are  glad  of  employ- 
ment from  such  good  paymasters.  If  workmen  become  scarce,  the 
manufacturer  gives  higher  wages,  but  at  first  requires  an  increase  of 
labor  ; and  this  is  willingly  submitted  to  by  the  artisan,  who  can  now 
eat  and  drink  better  to  compensate  his  additional  toil  and  fatigue. 
He  carries  his  money  to  market,  where  he  finds  every  thing  at  the 
same  price  as  formerly,  but  returns  with  greater  quantity  and  of  bet- 
ter kinds  for  the  use  of  his  family.  The  farmer  and  gardener,  find- 
ing that  all  their  commodities  are  taken  off,  apply  themselves  with 
alacrity  to  the  raising  more  ; and  at  the  same  time  can  afford  to  take 
better  and  more  clothes  from  their  tradesmen,  whose  price  is  the 
same  as  formerly,  and  their  industry  only  whetted  by  so  much  new 
gain.  It  is  easy  to  trace  the  money  in  its  progress  through  the  whole 
Commonwealth;  where  we  shall  find  that  it  must  first  quicken  the  dil- 
igence of  every  individual  before  it  increases  the  price  of  labor.” 

I have  now  made  two  steps  in  an  explanation,  each  of 
which  should  be  distinctly  remembered. — First,  the  increase 
of  money  raises  prices — second,  the  rise  of  prices  while 
they  are  rising  quickens  diligence  by  making  all  employ- 
ment profitable. — He  who  bought  any  thing  to-day  finds 
he  can  sell  it  at  a profit  to-morrow,  because,  the  price  of 
that  particular  thing  has  risen  in  the  interval.  The  effect, 
therefore,  upon  a community  like  ours,  of  so  great  and  to 
some  extent  an  artificial  importation  of  the  precious  met- 
als, attended  with  a corresponding  and  proportionate  de- 
velopement  of  bank  paper  issues  as  has  taken  place  since 
1830,  is  manifest  enough.  Prices  have  been  rising  at 
first  slowly,  but  latterly  very  fast,  and  almost  every  kind 
of  business  has  been  followed  with  great  profit.  Surely 
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not  much  more  is  necessary  to  explain  the  demand  for 
money.  No  man  in  this  country  is  content  with  moder- 
ate success.  Every  one  is  anxious  to  reap  as  large  a share 
of  the  harvest  as  he  can,  for  which  end,  besides  using  all 
the  capital  he  can  command,  he  borrows  to  the  utmost 
extent  of  his  credit.  The  banks  are  crowded  with  cus- 
tomers and  must  reject  some.  To  accommodate  these,  new 
banks  are  created  and  they  are  soon  sucked  dry — and  so 
on  ad  infinitum. 

This  competition  for  money  has  produced  its  effect  very 
rapidly.  The  banks  lent  every  dollar  they  could,  and 
aided  by  the  quickened  activity  of  business,  of  course, 
swelled  their  circulation  considerably.  It  how  ever  did  in 
many  parts  of  the  country  and  particularly  in  the  com- 
mercial States  reach  the  greatest  point  it  would  bear. — 
The  country  became  saturated  with  money,  and  as  a nec- 
essary result,  the  excess  of  paper  bills  began  to  flow  back 
upon  the  banks  so  fast  that  they  could  lend  no  more  with- 
out risk  of  not  being  able  to  redeem  them.  Then  it  w^as 
that  the  borrowers  were  checked  in  the  very  hottest  of 
their  pursuit  after  great  profits.  There  was  no  end  to 
chances  of  making  money,  while  the  prices  continued  ris- 
ing, and  consequently  no  end  to  making  what  are  called 
engagements.  Money  must  be  had,  not  merely  to  pay 
back  to  the  banks,  a part  of  what  they  owed  just  to 
strengthen  them  a little  against  the  returns  of  bills  issued 
formerly  for  the  debtors’  accommodation,  but  also  to  make 
advances  or  pay  instalments  upon  new  and  promising  un- 
dertakings. Under  such  a state  of  things,  is  it  very  diffi- 
cult to  account  for  enormous  rates  of  interest  in  the  street  ? 
And  is  the  anomaly  of  high  prices  and  a scarcity,  or  in 
other  words,  a great  demand  for  money,  quite  so  extraor- 
dinary as  to  Mr.  Webster  it  would  seem  ? Rising  prices 
and  a great  demand  for  money  in  an  enterprising  com- 
munity will,  on  the  contrary,  be  inseparable,  because  the 
former  is  in  the  nature  of  cause  and  the  latter  of  effect. 

The  important  difference  between  a saturated  currency 
consisting  entirely  of  the  precious  metals,  and  one  largely 
composed  of  paper  is  to  be  observed  in  the  consequences 
which  result  from  this  rise  of  prices  it  is  believed  to  occa- 
sion. When  the  rise  reaches  any  great  height  above  the 
ruling  prices  in  other  countries  it  becomes  profitable  to 
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import  commodities  and  export  money. — Great  impor- 
tations will  consequently  follow  to  be  paid  for  by  money. 
But  not  all  money  will  do  to  make  these  payments.  The 
gold  and  silver  which  have  an  intrinsic  value  will  be  re- 
quired while  the  paper  having  the  representative  value 
will  be  rejected.  Thus  in  a country  where  the  specie  a- 
lone  circulates,  any  exportations  create  uneasiness  only  to 
the  extent  of  the  quantity  exported.  But  in  a country 
where  every  metallic  dollar  is  made  the  basis  upon  which 
the  soundness  of  several  paper  dollars  rests,  the  exporta- 
tion of  every  metallic  dollar  renders  the  return  of  the  pa- 
per dollars  based  upon  it  absolutely  necessary  to  protect 
the  community  from  the  consequences  of  a depreciated 
currency.  Any  contraction  of  the  specie  in  a country  sat- 
urated with  currency  of  a mixed  character,  is  productive 
of  great  inconvenience,  because  it  is  removing  the  basis 
upon  which  the  whole  column  rests.  It  is  like  knocking 
away  the  props  of  a house.  Every  brick  removed  at  the 
bottom  unsettles  twenty  or  thirty  placed  above. 

After  a country  has  been  enjoying  the  impulse  given  by 
a rapid  expansion  of  its  currency,  upon  the  prices  of  com- 
modities, for  some  time,  the  natural  consequence  will  soon 
follow  in  importations  of  the  cheaper  commodities  of  for- 
eign countries  which  when  carried  to  a greater  extent 
than  the  natural  resources  of  the  country  allow  must  be 
paid  for  in  coin.  Whenever  the  coin  begins  to  be  export- 
ed, I think  it  will  be  found  the  maximum  of  prices  has 
been  reached.  Because  it  will  then  be  necessary  for  the 
banks  to  be  doubly  careful  in  providing  for  their  issues 
when  sustained  by  so  much  less  specie,  and  consequently 
to  call  for  a portion  of  the  debts  due  to  them  at  the  very 
moment  when  business  will  cease  to  be  profitable  and  the 
debtors  so  much  the  less  able  to  do  what  is  expected  of  them. 

As  yet  however  only  the  great  expansion  of  the  circu- 
lating medium  has  undoubtedly  taken  place  and  it  becomes 
important  to  know  what  is  the  probable  limit  to  which 
convertible  bank  paper  can  be  pushed — as  well  as  to  trace 
the  effect  which  stimulating  its  issue  will  have  upon  the 
com  m unity. 

Mr.  Gallatin  tells  us,  in  his  valuable  pamphlet,  that, 

“ Where  a paper  has  been  substituted  to  a metallic  currency,  any 
considerable  increase  in  its  amount  must  cause  a corresponding  de- 
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preciation  in  its  value,  if  the  aggregate  value  of  the  objects,  annually 
paid  for  in  currency,  remain  the  same.” 

And  this  depreciation  is  not  the  one  Mr.  Webster  had 
in  his  mind,  of  paper  in  comparison  with  gold  and  silver, 
but  in  comparison  with  products — that  is,  more  paper  will 
be  necessary  to  buy  any  particular  object  than  was  for- 
merly necessary,  when  there  was  less  paper.  The  ob- 
ject may  be  called  dearer,  or  said  to  have  risen  in  price, 
and  money  may  be  said  to  be  cheaper — for  both  proposi- 
tions mean  the  same  thing — a change  in  the  relation  be- 
tween the  two.  Mr.  Webster  does  not  appear  to  have  re- 
garded with  sufficient  attention  this  stage  in  our  currency, 
and  has  hurried  on  to  the  ultimate  one  of  a depreciated, 
inconvertible  paper,  good  for  nothing  but  to  be  thrown  in- 
to the  flames  as  speedily  as  possible.  Nobody  pretends 
that  any  thing  of  this  kind  now  exists,  but  nobody  ought 
to  shut  his  eyes  to  the  fact,  that  it  is  every  day  becom- 
ing more  possible,  if  not  more  probable. 

And  one  reason  of  this  is,  that  the  first  stage,  already 
alluded  to,  of  great  paper  issues,  must  be  always  a stage 
of  apparent  prosperity.  The  increase  of  money,  while  it 
is  increasing , quickens  the  activity  of  all  kinds  of  busi- 
ness, by  filling  all  the  channels  with  the  medium  of  ex- 
change. Prices  rise,  in  the  manner  so  clearly  shown  by 
Mr.  Hume  ; and  the  rise  of  price  makes  profit,  which  im- 
pels to  renewed  and  extended  operations.  Their  exten- 
sion gives  rise  to  a nearly  corresponding  extension  of  the 
paper  circulating  medium.  It  is  thus  not  easily  possible 
to  assign  any  particular  sum  as  the  probable  limit  of  cur- 
rency of  a community.  It  may  be  easy  to  perceive  what 
quantity  will  do  to  accommodate  the  exchanges  that  take 
place,  particularly  when  an  observer  is  so  placed  as  to 
draw  the  benefit  of  a few  years’  experience  ; but  it  is 
not  easy  to  say  how  much  of  that  portion  consisting  of 
paper  may  be  circulated  through  quickened  exchanges, 
if  the  banks  issuing  are  so  minded  as  to  make  an  effort. 

Take,  by  way  of  striking  example,  though  only  a part 
of  the  great  whole  of  the  Union,  the  State  of  Massachu- 
setts,— a State  heretofore  well  reputed  for  solidity  in  pe- 
cuniary matters.  Since  1830,  the  banking  capital,  then 
quite  large,  has  doubled — that  is  to  say,  in  seven  years, 
from  $20,000,000,  it  has  risen  to  $40,000,000.  Of 
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course,  the  money  lent  has  also  doubled.  Instead  of 
28,000,000  of  dollars,  as  in  1 830,  the  debt  due  to  the  banks 
has  risen  to  more  than  $56,000,000.  Somebody  or  oth- 
er in  the  State  has  been  operating  upon  28,000,000  of 
money  which  seven  years  ago  was  not  to  be  had  in  the 
shape  it  now  is  if  in  any.  What  has  been  doing  with  it? 
Has  it  not  let  loose  a crowd  of  persons  seeking  for  profita- 
ble investments  ? And  is  not  the  natural  result  of  their 
competition  to  raise  the  price  of  every  thing  they  touch  ? 
If  they  buy  land,  do  they  not  quicken  its  price  in  the  mar- 
ket? If  they  build  houses,  do  they  not  run  up  the  value 
of  bricks  and  lumber,  and  the  wages  of  labor  ? Who 
that  looks  round  this  city,  and  remembers  the  acres  of 
ground  purchased  within  a few  years,  to  be  resold  by  the 
foot,  in  lots  numerous  enough  to  accommodate  the  natu- 
ral increase  of  the  population  for  a century  to  come,  can 
long  wonder  what  has  become  of  the  money. 

I do  not  mean  to  be  understood,  by  quoting  the  extract 
from  Mr.  Gallatin,  to  affirm  that  while  the  amount  of  pa- 
per has  increased  so  greatly,  the  aggregate  value  of  ob- 
jects paid  for  in  this  paper,  or,  as  I should  rather  state  it, 
the  number  of  products  or  commodities,  remains  the  same. 
The  country  has  been  eminently  prosperous,  and  the  pro- 
ducts have  multiplied,  doubtless  requiring  an  additional 
quantity  of  money,  or  currency,  to  effect  the  business  of 
buying  and  selling.  But  it  is  very  well  known,  that  the 
addition  of  a small  amount  will,  by  its  rapidity  of  passage 
from  hand  to  hand,  effect  the  payments  for  a large  in- 
crease of  products.  Taking,  for  instance,  Mr.  Gallatin’s 
hypothetical  and,  as  it  seems  to  me,  too  great  ratio  of 
one  tenth.  The  same  ten  dollars,  will  effect,  in  the 
course  of  one  year,  payments  at  ten  different  times  for 
ten  dollars’  worth  of  goods.  In  that  case,  in  1830,  the 
bank  note  circulation  of  $4,700,000,  would  have  sufficed 
for  the  annual  payments  in  currency  for  $47,000,000 
worth  of  products  changing  hands  in  the  community.  But 
in  1836,  the  bank  note  circulation  being  $10,800,000, 
would,  at  the  same  rate,  suffice,  for  the  annual  payments 
in  currency  for  $108,000,000  worth  of  products  changing 
hands.  Now,  I hardly  think  it  will  be  pretended,  by  the  most 
sanguine,  that  there  has  been  an  increase  of  $60,000,000 
worth  of  products  a year,  to  effect  the  payments  for 
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which,  the  addition  of  $6,000,000  of  paper  bills  has  be- 
come necessary.  Far  more  probably,  the  excess  of  money 
raised  the  price  of  products  that  existed,  and  then  the  rise 
in  price  of  course  re-acted  to  enlarge  the  sum  of  paper. 
It  takes  now,  perhaps,  $8,000,000  of  paper  to  effect  ex- 
actly the  same  quantity  of  payments  for  which  $4,700,000 
sufficed  in  1830.  And  the  difference  between  $8,000,000 
and  $10,800,000,  which  is  the  actual  circulation,  or 
$2,800,000,  will  be  a liberal  allowance  for  the  natural 
and  actual  increase  of  the  products  of  the  community,  the 
annual  payments  for  which  would,  at  the  end  of  six  years, 
require  the  enlargement.  Nor  is  it  at  all  material  wheth- 
er these  calculations  are  essentially  exact,  so  long  as  the 
facts  are  sufficient  to  justify  the  illustration. 

This  is  rather  an  intricate  portion  of  the  subject,  and  I 
fear  few  persons  will  use  the  patience  necessary  to  think 
it  well  through.  Yet  it  appears  to  me  no  true  notion  of 
our  present  situation  can  be  gained  without  at  least  giving 
it  consideration.  There  has  been  no  attempt,  that  I have 
seen,  to  follow  out  the  entire  series  of  steps  which  lead  to 
the  true  light.  An  extraordinary  and  partly  artificial  im- 
portation of  the  precious  metals,  an  extraordinary  and 
partly  artificial  check  to  their  re-exportation,  through  over 
foreign  trading,  a prodigious  issue  of  paper  based  upon 
the  increase  of  those  metals,  a direction  to  internal  and 
domestic  over-trading,  an  enormous  and  hitherto  unheard 
of  purchase  of  the  public  domain,  and  a rise  in  the  prices 
of  all  products,  making  a nominal  profit  in  almost  every 
transaction  of  barter  ; — these  are  all  links  in  one  chain,  as 
it  seems  to  me. 

Well,  I may  be  asked,  where  is  the  harm  of  all  this  ? 
Is  there  not  real,  substantial  prosperity  ? Certainly,  1 
answer.  But,  as  in  a watch,  if  you  force  the- main-spring 
too  much,  the  chain  will  unwind , — so  it  may  be  well  not 
to  go  on  so  hard  as  in  the  end  to  find  ourselves  the  worse 
for  having  gained  at  all. 

But  Mr.  Webster  appears  willing  to  stake  his  repu- 
tation upon  an  explanation  of  our  money  troubles  having 
very  little  reference  to  any  of  these  circumstances.  He 
thinks  they  all  come  of  the  derangement  of  the  domestic 
exchanges.  Is  this  true  ? Will  any  man  of  ordinary 
comprehension  look  abroad  on  the  field  presented  to  him 
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in  these  United  States,  and  then  reconcile  to  himself  this 
explanation  with  the  appearances  he  finds  there  ? If  a 
derangement  of  the  domestic  exchanges  could  be  supposed 
to  have  any  powerful  effect  upon  commercial  prosperity, 

- any  effect  deserving  to  be  named  as  a cause  for  great  pe- 
cuniary distress,  it  must  be  by  stopping  business  opera- 
tions. Speculation,  particularly  in  objects  a great  way  off, 
would  have  been  entirely  checked  ; distant  adventures 
discouraged  ; the  demand  for  money  after  the  first  experi- 
ence of  the  distress  was  over  lessened,  by  the  danger  of 
not  getting  returns  from  new  undertakings,  and  the  de- 
mand for  products  diminished,  as  well  through  a fear  of 
new  enterprise  as  through  reduced  profits  from  old  ones, 
and  a sinking  trade. 

Now,  I ask  of  Mr.  Webster,  where  he  can  see  any  thing 
of  this  kind  in  this  country  now  ? The  demand  for  mon- 
ey has  not  been  a temporary  difficulty.  It  has  now  con- 
tinued long  enough  to  have  terminated  most  of  the  do- 
mestic commercial  adventures  undertaken  before  the  de- 
rangement of  the  exchanges  took  place  ; and  yet,  who 
has  been  discouraged  by  this  derangement,  that  could 
raise  a dollar  for  a new  adventure  in  the  face  of  the  pres- 
sure ? When  was  speculation  on  the  Atlantic,  in  lands 
situated  in  the  extreme  South  and  West,  carried  on  more 
extensively  than  in  this  very  season  of  derangement  ? — 
When  was  there  a greater  and  longer  sustained  demand 
for  money  at  rates  apparently  ruinous,  and  yet  no  consid- 
erable bankruptcy  ? When  was  there  a more  stubborn 
advance  of  prices  ? 

It  thus  appears  to  me,  that  Mr.  Webster’s  explanation 
* of  the  cause  of  the  pressure  is  utterly  unsatisfactory,  be- 
cause it  presumes  a discouraged  trade,  of  which  he  can 
give  no  indication,  excepting  the  demand  for  money,  and 
► against  which  the  very  high  prices  readily  obtained  for 

products  are  the  most  conclusive  proof.  It  pre-supposes 
ruin  to  follow  the  exorbitant  rates  of  money  when  it  is  no- 
torious that  such  rates  never  before  were  so  long  continu- 
ed with  so  little  personal  distress.  On  the  other  hand  a 
prosperous  business  is  a clearer  way  to  account  for  this 
circumstance  because  the  rising  prices  of  products  while 
on  the  road  to  the  consumer  furnish  a profit  increasing 
perhaps  in  a greater  ratio  than  the  demand  for  interest  and 
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not  merely  supplying  the  means  for  the  payment  of  the 
rate  already  demanded  but  inciting  strongly  to  the  bor- 
rowing more  even  at  a higher  rate.  Thus  a great  de- 
mand for  money,  is  sure  to  follow  a prosperous  trade, — 
and  this  must  happen  with  rising  prices.  Nor  is  it  the 
fear  of  loss  which  appears  to  have  checked  undertakings, 
half  so  probably  as  the  impossibility  of  getting  money  e- 
nough  to  execute  all  that  were  projected. 

Let  me,  then,  go  back  once  more  to  my  own  hypothe- 
sis, which  is,  first,  that  the  great  increase  of  money,  wheth- 
er gold,  silver,  or  convertible  paper,  which  has  taken  place 
lately,  has,  by  being  out  of  proportion  to  the  increase  of 
commodities,  raised  the  prices  of  those  commodities  ; sec- 
ond, that  the  rise  of  prices,  by  making  all  undertakings 
profitable,  has  caused  the  great  demand  for  money. — 
Starting  from  these  propositions,  I think  I can  reconcile 
all  the  anomalous  appearances  which  might  at  first  view 
appear  to  be  inconsistent,  as  I go  along. 

It  has  generally  been  supposed,  that  convertible  paper 
can  have  little  effect  on  prices,  because  it  will  not  exist 
long  in  the  same  country  where  there  is  much  gold  and 
silver.  Either  the  gold  and  silver  will  be  sent  abroad  in 
the  course  of  trade,  and  thus  give  place  to  the  paper,  or 
the  paper  will  flow  back  upon  the  banks  issuing  it,  and  be 
redeemed  by  gold  and  silver  ; thus,  in  either  case,  prevent- 
ing the  existence  of  a greater  circulating  medium  than  is 
requisite  to  effect  the  regular  exchanges  of  value.  Adam 
Smith  goes  upon  this  supposition,  when  he  denies  that  the 
rise  in  prices  in  Scotland,  in  1751  and  1752,  could  have 
been  caused  by  the  rapid  multiplication  of  paper  at  that 
time.  Notwithstanding  this  denial,  I attach  much  weight 
to  the  fact,  as  corroborative  of  an  opinion  that  there  may 
be  a particular  stage  of  currency,  not  narrowly  observed 
as  yet,  when  the  paper  having  increased  very  rapidly,  and 
the  gold  and  silver  not  having  yet  taken  its  direction  into 
the  foreign  trade,  such  an  unusual  quantity  of  the  circulat- 
ing medium  may  exist  for  a time,  as  to  force  up  the  price 
of  commodities,  and  thus  communicate  a prodigious  im- 
pulse to  the  speculating  enterprise  of  a community. 

That  there  was  during  1835  and  1836  a great  impor- 
tation of  the  precious  metals  into  this  country,  through 
causes  in  some  respect  artificial  and  that  this  intermediate 
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stage  of  the  currency  to  which  I have  alluded  has  been 
with  us  artificially  extended,  I shall  try  to  show  more  ful- 
ly hereafter.  That  specie  has  not,  until  a very  late  pe- 
riod, been  at  all  in  danger  of  exportation,  is  well  ascer- 
tained by  the  rates  of  exchange.  Co-existing  with  this 
undoubted  increase  of  the  precious  metals,  there  can  be 
no  doubt  of  a prodigious  enlargement  of  the  issues  from 
State  Banks  of  redeemable  paper.  Since  1830,  that  is 
to  say,  in  six  years,  the  bank  capital  in  the  United  States 
has  risen  from  $145,000,000  to  $378,000,000,  or  large- 
ly upon  trebling  ; — an  event  perfectly  unparalleled,  even 
in  the  wild  period  from  1811  to  1815.  In  Massachu- 
setts, at  that  time  a comparatively  sober  State,  within  six 
years  past  the  bank  capital  has  gone  from  20  to  40,000,000 
— ten  millions  of  it  within  the  last  year . The  paper  cir- 
culation has  increased  proportionally.  From  $4,700,000 
in  1830,  it  has  gone  up  to  $10,800,000;  and  in  the  Unit- 
ed States  generally,  it  has  swelled  from  about  sixty  mil- 
lions in  1830,  to  the  great  sum  of  one  hundred  and  forty 
millions  of  dollars.  Who  can  then  wonder  at  a rise  in 
prices  ? An  importation  of  the  precious  metals,  to  the 
amount  of  perhaps  forty  millions,  with  eighty  millions 
added  in  paper  at  the  same  time,  would  very  easily,  while 
co-existing  in  a country,  produce  what  Mr.  Hume  calls  a 
quickened  diligence,  which,  in  its  effects,  might  well  as- 
tonish the  warmest  and  most  sanguine  imagination. 

Dr.  Smith,  and  the  other  political  economists  of  his  day, 
when  they  thought  of  a circulation  limited  to  the  wants 
of  a community,  probably  never  conceived  of  gorging  with 
paper  by  stimulating  it  with  artificial  wants.  The  debts 
to  the  banks  having  swelled  in  six  years  in  the  small  sum 
of  two  hundred  and  sixty  millions  of  dollars,  it  may  well 
be  imagined  how  many  persons  have  had  means  to  specu- 
late with.  Each  debtor  of  course  feels  that  his  chance 
of  enlarging  or  even  of  continuing  his  loan  must  depend 
upon  the  success  with  which  the  bank  bills  he  is  favored 
with  will  be  kept  from  returning  to  be  redeemed.  Great 
ingenuity  has  been  exercised  in  discovering  new  channels 
of  circulation  not  likely  to  flow  backwards  very  soon. 
Who  has  not  heard  of  issuing  notes  payable  on  demand, 
yet  on  a promise  that  they  should  be  kept  several  months  ? 
or  of  discounting  provided  the  borrower  would  travel  a 
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hundred  miles  before  he  put  the  bills  in  circulation  ? — 
Who  that  does  business  in  State  street,  has  not  learnt  the 
terror  in  which  banks  stand  of  a large  check  from  any  of 
their  own  depositors,  and  the  emulation  going  on  in  pay- 
ing such  checks  and  indeed  all  demands  upon  themselves 
with  bills  not  their  own , whenever  if  is  known  that  those 
bills  are  coming  back  to  be  redeemed,  instead  of  remain- 
ing out  in  the  community  ? Thus  a considerable  and  ar- 
tificial circulation  may  be  procured  by  the  very  effort  con- 
stantly to  increase  it. 

Some  new  writer  upon  the  wealth  of  nations  in  this 
country  might  make  an  edifying  chapter  by  explaining  in 
more  detail  all  the  tricks  that  have  been  resorted  to  for  the 
purpose  of  puffing  up  the  circulation.  He  might  talk 
learnedly  of  the  amusement  Bank  Directors  find  in  visits  to 
Brighton,  as  explained  by  the  legislative  examination  into 
the  affairs  of  the  Roxbury  banks  last  winter,  and  of  the 
labors  of  the  Suffolk  Bank,  compared  with  which  the  la- 
bor of  Sisyphus  was  nothing.  The  effect  of  this  may  be 
witnessed  in  the  fact,  that  whereas  Massachusetts  in  1 830, 
with  66  banks  and  20,000,000  of  capital,  had  4,700,000 
paper  bills  resting  upon  one  million  of  specie,  in  1836, 
with  140  banks  and  40,000,000  of  capital,  she  has  strain- 
ed up  the  circulation  to  nearly  11,000,000,  resting  upon 
less  than  a million  and  a half  of  gold  and  silver.  This 
may  be  safe  progress  in  banking,  for  all  that  1 know  to  the 
contrary,  but  1 do  not  believe  it  would  have  passed  for 
such  in  Boston  in  the  years  1814  and  1815,  when  bank- 
ruptcy was  not  that  impossible  thing  it  is  now  imagined 
to  be. 

But  the  main  point  which  I mean  to  make  out  of  these 
facts  is,  that  the  banks  have  considerable  power  in  ex- 
panding the  circulation  beyond  the  natural  wants  of  the 
community,  and  that  such  an  expansion,  wffien  in  any  de- 
gree artificial,  at  the  cost  of  great  friction  among  the 
banks,  has  nevertheless  an  effect  upon  prices.  This  must 
be  retained  as  the  basis  of  the  whole  of  the  explanation  I 
shall  attempt  of  our  present  condition — an  explanation  I 
shall  now  try  to  make  more  full,  by  reviewing  and  recon- 
ciling to  it  those  events  of  late  years  which  appear  to  me 
to  have  had  a bearing  upon  the  subject. 

Notwithstanding  the  discovery  of  Mr.  Webster  that  the 
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derangement  of  the  exchanges  is  the  cause  of  the  present 
scarcity  of  money,  I have  ventured  to  express  an  opinion 
that, 

1 . The  extraordinary  and  partly  artificial  importation 
within  a few  years  of  the  precious  metals, 

2.  An  extraordinary  and  artificial  check  to  their  im- 
mediate re-exportation  in  payment  for  great  quantities  of 
foreign  products, 

3.  A prodigious  extension  of  banks  and  consequent  is- 
sue of  paper  bills  based  upon  the  increase  of  metals, 

4.  A direction  to  internal  or  domestic  overtrading,  more 
particularly  in  land,  leading  to  an  enormous  purchase  of 
the  public  domain,  and 

5.  Rising  prices  in  all  products,  thus  making  profitable 
almost  every  transaction  of  barter,  are  all  links  in  the 
chain  by  which  only  we  can  be  led  to  a true  view  of  our 
present  pecuniary  condition. 

It  is  now  my  purpose,  in  order  to  sustain  this  opin- 
ion, not  only  to  shew  that  these  things  really  are  so,  but 
how  they  operate  in  the  train  of  cause  and  effect.  And — 
1st,  of  the  extraordinary  and  partly  artificial  importation 
of  the  precious  metals. 

It  is  extraordinary,  because  it  reverses  the  usual  order  of 
things,  by  which  silver  and  gold  have  heretofore  flowed 
towards  England,  instead  of  coming  from  her  to  us. 

It  is  artificial  because  the  causes  which  now  produce  it 
are  not  permanent  in  the  relations  between  the  countries, 
but  are  on  the  contrary  temporary  and  have  a tendency 
only  to  disturb  and  not  to  alter  the  regular  course  of  trade 
depending  upon  exchanges  of  products. 

The  fact  of  the  increase  of  the  precious  metals  rests  up- 
on the  following  evidence  : 

1.  The  bank  returns  for  the  United  States,  which  in 
1830  gave  a total  of  specie  in  their  vaults  of  $22,000,000, 
and  in  1835  a total  of  $44,000,000,  being  just  double  in 
six  years  without  calculating  the  increase  of  amount  in  ac- 
tual circulation,  estimated  at  about  15,000,000,  a cause  for 
considerable  absorption  having  arisen  from  the  general  dis- 
position of  the  States  to  banish  small  notes,  the  place  of 
which  must  necessarily  be  in  part  supplied  by  silver  and  gold. 

2.  English  official  returns,  which  are  stated  to  admit 
an  exportation  to  America  in  gold  of  more  than  $27,000,000 
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and  even  without  these,  the  more  striking  testimony  of 
the  present  pecuniary  condition  of  Great  Britain,  evident- 
ly occasioned  by  too  rapid  a contraction  of  her  metallic  ba- 
sis— an  effect  which  with  her  abundance  of  those  metals 
could  not  have  happened  without  a very  large  exportation. 

3.  The  well  known  fact  of  the  importation  of  a large 
part  of  the  indemnity  allowed  under  the  Treaty  with 
France,  by  order  of  our  government,  in  gold. 

4.  The  importation  in  specie  of  money  procured  on  the 
continent  through  the  means  of  loan.  Particularly  one  in 
Holland  and  the  Hottinguer  loan  in  France,  these  two  a- 
lone  amounting  to  more  than  eight  millions.* 

The  causes  of  this  importation  may  be  analyzed  thus — 

1.  A portion  consists  of  money  borrowed — loans  on 
interest,  to  be  repaid  at  some  future  time,  therefore  lia- 
ble with  the  added  interest  to  be  recalled  when  the  lender 
so  decides. 

2.  A portion  consists  of  an  old  debt  now  paid — and 
nothing  similar  likely  soon  to  occur  again. 

3.  A portion  probably  came  in  consequence  of  our 
change  in  legislation  favorable  to  the  value  of  gold  relative- 
ly to  silver,  which  change  however  was  so  slight  that  be- 
sides hastening  the  exportation  of  silver,  almost  any 
quickened  demand  in  Europe  would  counteract  it  and 
indeed  set  that  also  flowing  back. 

4.  An  expansion  of  the  paper  circulation  of  Great  Bri- 
tain, amounting  during  the  two  years  and  six  months  end- 
ing in  June  last,  to  a sum  exceeding  eleven  millions  of 
dollars.  The  first  effect  of  which  appears  to  have  been  to 
set  prices  rising  there  also,  and  the  second,  the  country 
being  saturated  with  circulating  medium,  to  send  the  gold 
and  silver  abroad. 

Having  thus,  as  it  appears  to  me,  shewn  the  fact  of  a 
great  importation,  and  also  the  concurrence  of  causes  pro- 
ducing it,  a very  small  part  of  which  are  of  a lasting  char- 
acter, I will  now  proceed  to  the  effect  which  it  had  in 
this  country,  made  visible  by 

*For  some  of  these  details  I rely  upon  the  authority  of  an  able  arti- 
cle which  first  appeared  in  Paris  under  the  signature  of  Mr.  F.  Fayot, 
and  which  has  since  been  translated  for  the  National  Intelligencer  at 
Washington.  This  writer  appears  perfectly  conversant  with  the  sub- 
ject, and  specifies  under  distinct  heads  the  sums,  the  total  of  which  he 
makes  to  amount  to  8,624,999  pounds  sterling  or  nearly  forty  mil- 
lions of  dollars. 
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1.  A prodigious  extension  of  banks,,  and  consequent  is- 
sue of  paper  bills  based  upon  the  increase  of  the  precious 
metals. 

In  January,  1830,  the  number  of  Banks  in  the  Union  a- 


mounted  to  320 

In  December,  1836,  they  amounted  to  677 

Increase  in  seven  years,  357 

Having  more  than  doubled,  and  the  number  still  greatly 
on  the  increase. 

InJauuary,  1830,  the  circulation,  or  bank  notes  issued, 
were  equal  to  $61,000,000 

In  January,  1836,  it  was  equal  to  140,000,000 


Increase  in  six  years, 

And,  if  we  may  judge  from  partial  later 
increasing  every  day. 

In  January,  1830,  the  specie  in  Bank  was 
In  January,  1836,  it  was 


79.000. 000 
returns,  still 

22.000. 000 
40,000,000 


Increase  of  six  years,  $18,000,000 

Now  it  needs  no  great  labor  to  show,  that  the  propor- 
tion of  specie  to  paper  in  1830,  was  as  22,000,000  is  to 
61,000,000,  or  about  in  the  ratio  of  one  silver  dollar  to 
$2,77  in  paper. 

But  in  1836,  and  notwithstanding  the  increase  in  specie, 
the  proportion  has  become  as  40,000,000  to  140,000,000, 
or  one  silver  dollar  to  about  $3,50  in  paper. 

Of  course  the  issue  of  paper  outruns  the  introduction 
of  specie  throughout  the  whole  of  the  United  States,  and 
that  notwithstanding  the  suppression  of  small  bills  in  ma- 
ny of  them.  But  take  a State  where  these  small  notes 
still  circulate — for  instance,  old  Massachusetts,  and  apply 
our  test. 

In  1830,  the  circulation,  or  bank  notes,  equalled,  say 

$4,700,000 

The  specie  the  same  year,  equalled  1,000,000 

Or  one  silver  dollar  to  $4  70  of  paper. 

But  in  1836,  the  circulation  was  10,800,000 

And  the  specie,  say  1 ,500,000 

Or  one  silver  dollar  to  $7  20  of  paper. 

From  these  facts  all  drawn  from  the  latest  official  state- 
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merits  it  seems  then  pretty  satisfactorily  shown  that  there 
has  been  an  enlargement  of  the  circulation  within  a few 
years,  amounting  to  about  80,000,000  of  paper  and  twen- 
ty or  thirty  millions  of  specie,  and  this  once  admitted  I 
doubt  whether  any  person  looking  back  at  the  effect  de- 
scribed by  Mr.  Hume,  in  the  passage  quoted,  as  likely  to 
follow  such  a step,  can  fail  to  observe  the  verification  of  his 
description  in  the  quickened  diligence  of  this  great  com- 
munity and  the  consequent  rise  of  prices. 

Six  years  since  the  loans  and  discounts  made  by  the  banks 
of  the  United  States,  amounted  to  the  sum  of  $200,000,000. 
In  1836  they  had  risen  up  to  $457,000,000.  Of  course 
the  active  men  now  enjoy  the  use  of  $257,000,000,  which 
they  did  not  enjoy  in  1830  and  to  the  extent  of  this  addi- 
tional sum  have  been  able  to  enlarge  their  operations. — 
The  impulse  given  by  so  enormous  a sum  let  loose  so  rap- 
idly upon  the  community,  manifested  itself  in  a great  ad- 
dition to  the  field  of  speculation.  Almost  every  article 
from  land  to  the  smallest  object  susceptible  of  barter  be- 
came the  subject  of  competition.  Each  merchant  was  en- 
abled to  hold  a greater  quantity  of  stock  for  a price,  and 
thus  take  out  of  the  market  for  the  time  an  unusual  pro- 
portion of  the  articles  demanded  by  the  regular  consump- 
tion. Prices  necessarily  rose.  The  rise  of  prices  gave 
profits  to  business,  whether  done  upon  foreign  products  or 
those  made  at  home.  Thus  two  views  were  opened  at 
once  before  the  vision  of  the  speculator.  The  one  of  mak^- 
ing  his  fortune  by  importation  of  goods ; the  other  of  re- 
alizing quite  as  much  if  not  more  from  adventure  at  home. 
Why  was  it  that  the  latter  alternative  was  generally  pre- 
ferred ? 

An  able  writer  in  the  Morning  Post  of  this  city,  has,  in 
his  investigations  of  this  subject,  already  made  great  use 
of  the  distinction  drawn  in  Mr.  Gallatin’s  Essay,  between 
foreign  and  domestic  overtrading.  A distinction,  the 
omission  to  notice  which,  appears  to  me,  as  it  did  to  him, 
a blemish  in  Mr.  Biddle’s  letter.  It  is  no  doubt  true  that 
overtrading  is  not  the  cause  of  our  troubles,  if  by  overtrad- 
ing Mr.  Biddle  intended  to  allude  only  to  our  dealings 
with  foreign  countries.  But  there  is  another  kind  of  over- 
trading in  domestic  products,  and  more  especially  in  land 
not  likely  to  make  any  immediate  returns,  which  if  like- 
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wise  meant  to  be  included  within  his  remark,  would  make 
the  truth  of  it  far  more  questionable. 

In  order  to  explain  my  meaning  more  distinctly,  I will 
recur  to  the  passage  of  Mr.  Gallatin’s  Essay,  which  lays 
down  this  distinction — 

“There  is  this  difference.’  he  says,  ‘between  a commercial  distress 
and  presumed  scarcity  of  currency,  due  to  internal  causes,  whilst  the 
foreign  exchanges  remain  favorable,  and  a similar  distress  arising 
from  large  foreign  debts  and  accompanied  by  an  unfavorable  rate  of 
exchange  ; that,  in  the  last  case,  there  is  an  exportation  of  the  coins 
of  the  country,  which  cannot  take  place  in  the  first.  If  the  same  ef- 
fects, in  other  respects,  are  nevertheless  the  same  in  both  cases  ; if 
in  both,  the  same,  and  sometimes  general  distress  equally  prevails  ; if 
the  same  difficulty  occurs  in  the  payment  of  debts  ; if  the  same  com- 
plaint is  made  of  want  of  money,  whether  specie  is  exported  or  not, 
it  is  obvious  that  there  must  be  another  cause,  besides  an  actual  scar- 
city of  currency,  for  the  real  distress  which  is  felt ; and  that  what  is 
called  ‘want  of  money’  is  not  ‘want  of  currency.  It  will  be  found 
that  this  cause  is  universally  overtrading.’ 

This  passage  is  remarkable  for  two  reasons — first,  that 
although  written  with  no  view  to  any  particular  state  of 
affairs  actually  existing,  it  does  yet  so  accurately  describe 
the  condition  of  this  country  within  the  last  year — second, 
that  it  marks  the  line  too  clearly  for  confusion  between  a 
state  of  distress  from  large  foreign  debts  and  an  unfavour- 
able  rate  of  exchange,  which  is  not  our  present  trouble, 
there  having  been  no  exportation  of  coin,  and  that  of  a 
distress  due  to  internal  causes,  which  is — Then  notwith- 
standing Mr.  Biddle  to  the  contrary,  overtrading  is  the 
difficulty — but  domestic  not  foreign  overtrading  which 
wants  money  long  after  there  is  no  pretence  of  a want  of 
currency. 

Mr.  Gallatin,  writing  in  1830,  yet  proceeds  in  a distinct 
manner  to  point  out  the  inevitable  result  of  extended 
loans  “ during  a period  of  high  prices  and  great  apparent 
prosperity ,”  acting  upon  the  spirit  of  enterprise,  in  u glut- 
ting the  market  with  a superabundance  of  every  species 
of  commodity,  4 often  in  the  United  States  of  land  itself ';n 
but  as  this  result  has  not  yet  come  to  pass,  I pursue  the 
application  only  so  far  as  it  illustrates  my  idea,  and  am. 
content  to  leave  it  to  realize  itself  or  not,  according  to  the 
course  of  future  events. 

The  great  object  of  domestic  speculation  in  America  is 
undoubtedly  land  ; and  an  attentive  observation  of  facts 
will  show  that  in  some  shape  or  other  it  has  entered  very 


largely  into  the  catalogue  of  the  causes  of  our  present 
condition.  As  early  as  1835,  or  just  about  the  period 
when  banking  was  taking  a fresh  start  in  the  country,  it 
became  apparent  that  the  public  lands  had  attracted  ex- 
traordinary attention.  The  demand  which  had  for  years 
gone  on  steadily  but  rather^  slowly  increasing,  then  sud- 
denly became  out  of  all  proportion  to  the  known  increase 
either  of  capital  or  of  population.  Thirty  millions  of  dol- 
lars were  invested  in  lands,  which,  within  a similar  por- 
tion of  time,  had  never  before  attracted  more  than  seven 
or  eight,  and  rarely  over  five.  But  this  was  by  no  means 
the  only  direction  taken  by  the  passion  for  land  specula- 
tion. Even  Massachusetts  found  a sudden  call  for  what 
possessions  yet  remained  to  her,  in  a very  different  direc- 
tion from  the  great  West,  and  private  individuals,  who  had 
held  on  for  a price  almost  ever  since  the  revolution,  had 
their  nearly  extinct  hopes  of  realizing  profit,  revived  in  a 
manner  and  from  reasons  they  could  neither  understand 
nor  account  for.  The  land  they  knew  had  not  changed 
much,  the  external  world  appeared  little  altered  around 
them,  and  yet  true  it  was  that  some  people  could  be  found 
ready  to  offer  dollars  per  acre,  for  that  which  a short  time 
since  would  hardly  have  commanded  as  many  cents. 

Then  sprung  up  too  the  fascinating  idea  of  future  cities; 
then  came  the  practicability  of  buying  whole  farms  by 
the  acre  at  a price  that  never  before  entered  the  imagina- 
tion of  the  seller  to  ask  ; and  nevertheless  of  selling  the 
same  again  at  a profit  when  measured  by  the  foot — em- 
bryo towns  were  in  every  man’s  coat  pocket — speculators 
had  but  to  sally  out  in  quest  of  a site,  and  the  neat  litho- 
graphed map  was  ready  to  announce  a great  enterprise. — 
Here  was  a canal  to  be  cut — there  was  to  be  the  railroad, 
a charter  for  the  bank  to  set  things  in  motion  was  already 
applied  for,  and  in  the  mean  time  the  lot  was  ready 
for  it.  There  was  to  be  the  church  ; so  much  re- 
served for  schools,  and  so  much  for  a court  house  ; all  the 
rest  for  the  future  population.  It  was  clear  as  day  light 
upon  the  paper , and  whoever  unnecessarily  troubled  him- 
self about  now  seeing  realized  what  must  inevitably  be  so 
in  a few  years,  was  not  up  to  the  times — the  march  of 
improvement  was  far  beyond  him.  The  future  town  was 
just  as  certain  as  if  the  lamp  of  Aladdin  was  in  the  hands 
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of  the  owner  to  make  it  appear  upon  first  waking  up  in 

* the  morning. 

Nor  was  this  all  ; every  great  city  had  its  vicinity — the 
increase  for  the  next  thousand  years  must  be  accommodat- 

* ed  ; the  materials  for  the  future  houses  must  be  secured — 
city  lots  cut  up  to  the  smallest  possible  dimensions,  coun- 
try lots  made  just  big  enough  to  answer  for  good  city  lots, 
but  utterly  unsuited  to  country  life  ; timber  lands,  stone 
quarries,  and  I will  add  water  power,  and  coal  mines, 
every  thing  in  short  that  could  be  twisted  to  a probability 
of  future  use,  was  twisted  and  became  “a  great  specula- 
tion.” I make  no  mention  of  these  things  with  a view 
to  disparage  any  particular  portion  of  the  undertakings, 
but  only  to  hint  at  the  direction  a very  considerable  por- 
tion of  the  $257,000,000  bank  extension  has  taken — It 
is  true  returns  may  come  in  time,  but  then — they  may  not ; 
and  sure  it  is,  that  for  the  present,  at  least,  the  investments 
are  in  a great  degree  locked  up,  and  the  banks  are  yet  to 
be  paid. 

But  all  of  this  domestic  overtrading  might  have  been 
done  without  much  specie,  and  with  only  the  paper  of  the 
banks.  There  was  nothing  in  the  process  itself  to  pre- 
vent the  sending  at  the  same  time  of  large  orders  for 
goods  to  France  and  England  and  other  foreign  countries, 
which  if  they  had  exceeded  much  the  value  of  our  own 
products  sent  in  exchange,  such  as  cotton,  &c.  must  have 
been  paid  for  in  gold  and  silver,  and  thus  caused  an  ex- 
portation of  coin  and  the  evils  of  foreign  overtrading — 
Why  did  not  this  take  place  ? 

The  reason  why  appears  to  me  to  be  found  in  the  act 

* of  the  Government,  by  which  the  President  suddenly  re- 
jected the  paper  medium,  which  had  been  relied  upon  to 
effect  payment  for  the  public  lands  at  home,  and  required 

> in  its  place  that  specie  which  had  been  relied  upon  to 
make  payments  writh  abroad  ; thus  preventing  the  possi- 
bility of  conducting  too  extensively  both  operations  at 
one  and  the  same  time. 

There  was  still  another  reason,  which  was  that  the  U. 
States  had  the  control  of  forty  or  fifty  millions  of  dollars, 
which  the  President  might  call  for  if  he  thought  proper, 
in  specie — and  while  any  possibility  existed  of  its  being 
called  for  in  any  shape,  it  became  impossible  for  the  banks 
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with  whom  it  was  deposited,  to  use  it  without  the  great- 
est caution.  The  foreign  traders  found  themselves  una- 
ble to  secure  the  requisite  facilities  for  operations  on  so 
extensive  a scale  as  contemplated,  and  were  therefore 
obliged  to  content  themselves  with  the  ordinary  course  of 
their  business,  which  though  increasing,  was  yet  more 
than  set  off  by  the  increase  both  in  the  price  and  produc- 
tion of  our  exports. 

The  Treasury  order  immediately  withdrew  from  the 
Atlantic  States  a large  quantity  of  specie  upon  which 
their  Banks  might  have  operated,  and  carried  it  very  far 
into  the  interior.  The  merchants  engaged  in  the  foreign 
trade  all  live  in  the  great  commercial  cities,  and  procure 
their  facilities  in  those  cities.  Now,  it  is  very  clear  that 
these  facilities  must  have  been  curtailed  exactly  in  proportion 
to  the  amount  of  specie  so  unexpectedly  called  for,  to  go 
where  to  them  it  would  be  of  no  more  use  than  if  it  had 
been  whisked  off  to  the  moon.  They,  of  course,  being 
unable  to  command  the  funds  they  had  calculated  on, 
were  obliged  not  merely  to  surrender  all  prospect  of  new 
engagements,  but  to  make  great  efforts  in  order  creditably 
to  fulfil  the  old  ones.  This  diminished  the  foreign  trade. 
But  the  same  specie  which,  by  its  removal  from  the  Atlan- 
tic, checked  foreign  overtrading ; by  its  arrival  in  the 
West,  where  it  could  be  used  for  no  other  purpose,  stim- 
ulated domestic  overtrading.  The  sales  of  the  public 
lands  do  not  appear  to  have  received  any  severe  check  by 
the  Treasury  order.  The  western  Banks  were  fortified, 
and  thus  material  loss  to  the  government  has  been  pre- 
vented from  their  tendency  to  excessive  issues.  In  so  far 
the  effect  may  have  been  good.  But  the  specie  not  be- 
ing held  in  special  deposite,  there  seems  to  have  been  no 
obstacle  to  the  payment,  by  borrowers  at  the  Banks,  of 
the  same  money,  over  and  over  again,  for  purchases  made 
of  lands,  and  thus  the  government,  stimulating  sales,  by 
itself  furnishing  the  medium  it  required. 

Another  check  to  overtrading  with  foreign  countries 
last  year,  I state  to  be  the  control  which  the  government 
has  had  over  forty  or  fifty  millions  of  the  currency.  This 
might  at  any  time  have  been  called  for  in  specie,  and  even 
if  the  probability  of  that  was  not  verygreat,  yet  the  pas- 
sage of  the  distribution  law  of  last  session  made  a change 
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of  its  position  imperative.  The  government  Banks  were 
of  course  compelled  to  fortify  themselves  in  advance  for 
the  payment  to  the  States.  They  could  not  go  on  mak- 
ing loans  and  continuing  business  with  other  Banks,  exact- 
ly as  they  might  have  done  if  there  was  no  probability  of 
any  immediate  or  unusual  demand.  Moreover,  the  Sec- 
retary of  the  Treasury  felt  it  his  duty  to  transfer  sums,  in 
anticipation  of  the  distribution  law,  from  the  spots  where 
they  were  received,  to  various  places  where  they  would 
not  in  the  natural  course  of  trade  have  gone.  The  busi- 
ness of  the  commercial  cities  was  thus  deprived  of  a very 
large  portion  of  the  means  upon  which  it  is  commonly 
transacted,  and  that  at  a moment  made  from  other  causes 
critical  enough,  and  a considerable  share  of  the  embarrass- 
ment that  ensued,  fell  upon  the  merchants  in  the  foreign 
trade,  and  checked  their  operations,  not  without  at  the 
same  time  producing  great  individual  distress. 

These  are  the  reasons  for  what  I have  called  an  extra- 
ordinary and  artificial  check  to  the  immediate  exportation 
of  the  precious  metals,  which  has  kept  them  in  the  country 
as  yet,  notwithstanding,  and  in  spite  of,  the  great  increase 
of  Bank  paper.  That  this  check  has  been  an  advantage 
to  the  country,  almost  compensating  for  the  excessive  dif- 
ficulties in  which  it  involved  the  merchants  generally,  I 
am  inclined  to  believe.  For,  had  a rapid  exportation  of 
specie  followed  immediately  upon  the  excessive  bank  is- 
sues of  the  last  two  years,  it  is  not  easy  to  say  what  the  re- 
sult might  have  been.  It  is  nevertheless  equally  clear, 
that  this  advantage  is  only  temporary,  and  that  the  check 
once  withdrawn  or  overcome, — which  it  must  soon  be  in 
some  shape  or  other,  either  by  reducing  the  sales  of  public 
lands,  reducing  the  Tariff,  or  by  distribution  of  the  public 
funds  to  the  States, — the  specie  must  begin  to  take  its  way 
from  us  towards  other  countries.  For  although  I have 
ventured  so  far  to  qualify  the  position  of  Adam  Smith  as  to 
suggest  an  opinion  that  specie  and  paper  issues  can  for  a 
short  time  exist  together  in  quantities  greater  than  suffi- 
cient to  make  the  usual  payments  in  a community,  which 
time  has  with  us  been  by  a singular  accident  made  unnat- 
urally long,  and  that  during  such  time  a great  impulse 
will  be  felt  upon  the  prices  of  all  commodities,  yet  I im- 
plicitly believe  in  the  final  correctness  of  that  position. 
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The  rapidity  with  which  our  bank  paper  issues  increase, 
must  sooner  or  later  drive  out  the  precious  metals.  The 
rise  in  the  prices  of  commodities  here , must  hasten  that 
event.  The  rise  in  the  value  of  money  abroad , will  have 
the  same  effect,  and  a reduction  of  the  Tariff  will  only  in- 
crease the  catastrophe. 

If  my  conjecture  is  just  then,  the  pressure  for  money 
which  has  taken  place  within  a year,  is  the  result  of  two 
causes  concurring, — one  of  them,  a natural  cause,  domes- 
tic overtrading,  stimulated  by  a rapid  enlargement  of  the 
currency;  the  other,  artificial,  and  very  distressing,  com- 
ing on  the  heels  of  the  former,  the  action  of  the  govern- 
ment carrying  large  sums  of  commercial  capital  in  chan- 
nels counter  to  the  usual  ones  of  trade,  and  thus  shorten- 
ing at  a critical  moment  the  resources  of  the  merchants. 
It  is  however  particularly  to  be  noted  that  this  pressure 
although  it  has  created  such  great  distress,  has  not  thus  far 
caused  much  ruin  nor  been  attended  with  any  symptoms  of 
decay  in  the  sources  of  profit  in  business.  Shall  we  be 
enabled  to  say  as  much  for  that  which  is  now  impending 
from  the  risk  of  excessive  importations  from  foreign  coun- 
tres,  which  may  require  a return  of  the  precious  metals 
upon  which  our  enlarged  bank  issues  are  founded  ? 

I have  not  pretended  to  the  character  of  a prophet,  nor 
to  see  what  was  not  to  be  seen.  I believe  I estimate  very 
fully  the  great  resources  of  the  country.  The  productive 
energy  of  the  people,  under  the  impulse  it  is  receiving, will 
do  much  to  restore  the  balance,  somewhat  too  suddenly 
weighed  down  by  the  excessively  rapid  bank  issues.  But 
in  order  to  do  this,  these  issues  should  not  go  on  for  a time. 
The  danger  seems  to  be  in  the  fact  that  they  are  going  on. 
The  cry  is,  every  where,  we  want  more  bank  capital, — 
the  rise  of  prices  stimulates  business,  and  the  enlargement 
of  business  calls  for  more  money  accommodation.  Peo- 
ple who  call  for  more  banks,  do  not  reflect  upon  the  quan- 
tity of  paper  which  already  comes  in  every  day  upon  those 
which  already  exist,  thus  giving  a sure  indication  that  the 
natural  circulation  is  saturated.  They  will  not  reason  a- 
bout  futurity  one  inch  beyond  their  noses,  and  what  is 
more,  they  deny  all  capacity  of  doing  so  to  any  body. — 
The  consequence  is,  a creation  of  more  banks  and  an  is- 
sue of  more  paper.  Now  if  prices  of  commodities  could, 
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under  this  impulse,  goon  increasing  forever  as  they  have 

+ been  doing  for  three  years,  there  would  be  little  fear  of  the 
profits  of  business.  But  does  any  man  in  his  senses  be- 
lieve they  can  ? Is  not  the  energy  of  the  country  most 

* violently  directed  to  productiveness  ? Cotton  for  exam- 
ple, may  increase  one  third  in  a single  year,  and  may  dou- 
ble in  two  very  favorable  seasons.  Supposing,  fora  mo- 
ment, that  it  could,  where  would  be  the  chance  of  the 
price  going  on  increasing  in  proportion  ? But  if  it  did 
not,  the  price  must  become  stationary,  which  deranges  the 
whole  process  of  paper  issues  founded  on  its  advance. — 
Cotton  becomes  an  unsafe  thing  to  hold  in  second  hands. 
Then  comes  the  descending  scale  of  prices,  losses  in  busi- 
ness instead  of  profits,  and  the  bank  debts  to  be  paid  just 
at  the  minute  when  it  is  least  convenient  to  pay  them. 

I must  here  call  to  mind  the  analysis  heretofore  made 
of  causes  of  the  late  large  importations  of  the  precious  met- 
als, because  it  seems  to  me  they  are  entitled  to  weight  in 
this  connexion.  It  will  be  recollected  that  they  had  but 
little  reference  to  the  natural  course  of  trade,  and  therefore 
could  not  be  expected  to  be  more  than  temporary  in  their 
continuance.  They  were  either  on  account  of  loans,  or  in 
other  words,  money  borrowed,  and  to  be  repaid  with  inter- 
est, or  on  account  of  a debt  paid  under  a treaty  not  again 
likely  to  occur, — or  on  account  of  paper  issues  in  England 
which  drove  out  from  there  a quantity  of  specie.  We 
learn  that  the  rate  of  interest  has  risen  in  Europe  general- 
ly, and  England  more  particularly,  and  also  that  a rapid 
contraction  of  paper  issues  is  going  on  in  the  latter  coun- 
try. The  effect  of  these  two  operations  upon  this  country 

* would  seem  to  be,  not  merely  to  check  all  further  consid- 
erable importations  from  these  sources,  but  to  create  a call 
for  repayment  of  debts,  to  be  invested  on  the  new  terms  at 

* home.  Any  derangement  causing  less  confidence  in  our 
monied  concerns,  a derangement  not  unlikely  to  be  visible 
across  the  Atlantic  before  we  are  aware  of  it,  would  make 
this  process  too  rapid  for  our  convenience.  Already  a 
change  of  current  is  said  to  have  taken  place.  We  must 
therefore,  depend  for  the  future  upon  our  own  judicious 
management  and  the  natural  course  of  trade,  not  merely 
to  sustain  our  basis  of  the  precious  metals,  but  also  to  coun- 
teract the  cause  for  diminution  in  the  reflux  here  alluded 


28 

to.  The  last  question  then  is — What  is  the  management 
likely  in  fact  to  be  ? 

The  dangers  impending  over  the  country’s  prosperity 
from  the  present  tendencies  to  excessive  paper  issues  have 
evidently  aroused  the  attention  and  awakened  the  anxiety 
of  the  distinguished  politicians  who  lead  that  party  which 
controls  the  action  of  the  government.  The  views  which 
any  of  these  gentlemen  have  expressed  are  important  to 
the  people,  because  it  is  probable  from  their  position  that 
some  portion  of  them  may  be  adopted  in  action.  The  sen- 
timents of  a great  majority  of  those  whom  they  represent, 
the  voters  of  the  nation  have  been  so  distinctly  expressed 
against  the  propriety  or  expediency  of  any  regulator  of  the 
currency  in  the  shape  of  a National  Bank  that  it  is  the  du- 
ty of  every  citizen,  even  of  those  who  disapprove  of 
the  decision,  to  acquiesce  with  cheerfulness  in  the 
determination  to  do  without  one.  On  this  topic,  there 
seems  to  be  very  little  variety  of  opinion.  But  upon  what 
measures  shall  be  adopted  in  substitute  for  such  a regula- 
tor, there  is  disagreement  not  merely  among  the  people  at 
large  but  even  among  the  members  of  the  ruling  party  them- 
selves. Already  two  distinct  lines  of  policy  have  been 
suggested  by  leading  politicians,  each  of  which  from  the 
party  standing  and  influence  of  their  authors  if  not  from 
intrinsic  merits  require  attentive  examination. 

Mr.  Benton  has  been  too  long  in  public  life  and  has 
shown  too  much  energy  in  pursuing  favorite  schemes  to 
make  it  very  advisable  for  individuals  of  any  party  to  over- 
look the  power  he  can  bring  to  bear  upon  public  affairs. 
He  must  now  be  considered  as  the  leader  of  a portion  of 
the  people  who  desire  a return  to  a currency  purely  me- 
tallic, and  who  wish  to  prevent  the  issues  under  State  au- 
thority of  paper  bills  intended  to  pass  as  money.  On  the 
other  hand,  Mr.  Rives,  a very  distinguished  Virginian 
statesman,  although  entirely  opposed  to  any  system  based 
upon  a refusal  of  the  right  to  create  banks  and  bank  issues 
in  the  States,  is  desirous  of  limiting  by  a voluntary  com- 
bination among  them,  the  description  of  notes  which  they 
shall  issue.  To  use  his  own  illustration  from  Adam  Smith, 
he  wishes  to  banish  paper  money  from  all  transactions  be- 
tween the  dealer  and  consumer,  or  in  other  words  to  sub- 
stitute silver  and  gold  in  all  the  little  daily  payments  which 
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make  retail  traffic,  and  yet  to  preserve  the  paper  for  those 

* transactions  between  dealer  and  dealer  which  may  be  gen- 
erally denominated  as  wholesale. 

A mere  declaration  of  opinions  however  amounts  to  very 

* little  in  public  affairs  unless  offered  to  be  followed  up  by 
a practicable  system  of  action.  And  here  it  is  that  Mr. 
Benton  appears  to  me  at  least,  very  seriously  to  fail.  He 
is  met  at  the  threshold  of  his  theory  by  the  fact  that  there 
are  now  more  than  five  hundred  banks  existing  under  State 
authority,  and  that  even  in  his  own  State  of  Missouri 
where  there  have  been  as  yet  no  banks,  the  legislature  have 
lately  assumed  and  exercised  notwithstanding  all  his  argu- 
ment, the  right  to  create  one.  To  maintain  at  this  time 
that  the  General  Government  has  the  exclusive  right  and 
the  States  have  no  right  practically  to  make  the  currency, 
would  be  a step  to  consolidation  before  which  every  pre- 
ceding theory  of  that  kind  in  this  country  must  vanish  into 
nothing.  Mr.  Benton  is  too  much  connected  at  present 
with  the  school  of  strict  construction  to  be  able  to  act  very 
effectively  in  stimulating  so  broad  a doctrine. 

But  even  if  he  laid  it  down  in  all  its  extent,  the  more 
difficult  question  would  still  remain  as  to  w hat  was  to  be 
done  with  the  banks  in  the  execution  of  it.  Mr.  Benton 
must  at  this  time  either  procure  an  amendment  of  the  Con- 
stitution, by  which  the  States  will  be  required  to  wind  up 
their  banks,  or  he  must  look  to  operating  upon  the  des- 
truction of  them  likely  to  follow  their  own  acts  of  impru- 
dent over  issues.  If  the  former,  he  can  not  very  rationally 
hope  within  the  period  of  active  existence  probably  allot- 
ted to  him,  to  witness  the  repayment  of  $500,000,000  of 

a debts  now  due  the  banks,  or  the  redemption  in  gold  and 
silver  of  one  hundred  and  fifty  millions  of  bank  notes — 
particularly  when  it  is  recollected  that  both  the  debt  and 

* the  issues  are  at  present  upon  the  increase  in  every 
section  of  the  Union.  If  on  the  other  hand,  he  waits  for 
the  turn  in  the  popular  current  which  may  followT  a depre- 
ciation of  paper  consequent  upon  the  inability  of  the  banks 
to  redeem  it,  two  serious  questions  arise,  what  he  means 
to  do  then  in  mitigation  of  the  enormous  evil,  and  how 
generally  he  means  to  urge  his  cause  of  amendment.  It 
is  possible  that  the  feeling  may  not  be  so  extensive  as  to 
answer  the  purpose  for  which  it  was  relied  upon  and  yet 
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too  powerful  in  particular  spots  to  be  susceptible  of  politi- 
cal direction.  But  even  admitting  that  a state  of  things 
would  occur  sufficiently  extensive  to  be  used  in  operating 
upon  the  public  feeling  with  success  it  is  plain  that  it  must 
be  accompanied  with  distress  which  Mr.  Benton  and  his 
friends  as  responsible  actors  in  public  affairs  should  have 
foreseen  and  prevented  instead  of  waiting  to  take  advan- 
tage of  it.  At  the  same  time,  it  cannot  be  overlooked 
that  the  means  of  arriving  at  any  useful  end  in  this  path 
fall  very  little  short  of  popular  commotion  and  a revolution 
in  property  which  might  possibly  involve  a violent  and 
bloody  overturn  of  the  government  itself.  The  Baltimore 
riots  which  grew  out  of  transactions  in  one  broken  bank 
are  but  a faint  type  of  what  might  take  place  under  a state 
of  general  popular  indignation  aggravated  by  excessive  in- 
dividual distress.  Mr.  Benton  would  hardly  desire  the 
honor  of  leader  or  instigator  of  such  movements  nor  if  he 
did  would  the  announcement  of  such  a wish  conciliate  at 
this  time  either  for  his  plan  or  for  himself  any  great  share 
of  public  favour. — His  case  then  appears  to  me  to  reduce 
itself  to  this. — If  he  contemplates  violence  (which  I do  not 
believe)  admitting  his  plan  to  be  made  by  it  practicable, 
it  is  too  dangerous  to  be  expedient. — If  he  proposes  to 
confine  himself  within  the  usual  limits  of  political  action, 
his  views  must  appear  what  Mr.  Rives  calls  them,  “ Uto- 
pian and  visionary.” 

Mr.  Rives  on  his  side  offers  a system  which  he  has  em- 
bodied in  a resolution  adopted  by  the  Senate  of  the  United 
States.  A system  which  rests  upon  the  simultaneous  re- 
jection by  the  general  government  in  payment  of  dues,  and 
by  the  States  in  voluntary  legislation,  of  all  notes  issued  by 
State  Banks  of  a denomination  lower  than  twenty  dollars — 
but  which  leaves  those  of  higher  value  exactly  on  the  footing 
they  have  always  stood. 

With  respect  to  this  proposition,  the  difficulty  is  by  no 
means  of  the  same  kind  with  that  in  Mr.  Benton’s,  al- 
though hardly  less  formidable.  In  the  one  case  the  reme- 
dy is  too  strong — in  the  other,  I fear,  a little  too  weak.  No 
doubt  can  be  entertained  that  it  is  possible  to  banish  from 
circulation  bills  of  smaller  denominations  than  twenty  dol- 
lars, nor  that  the  act  would  have  a highly  beneficial  effect 
upon  the  currency.  But  it  may  reasonably  be  doubted 


31 


whether  the  means  proposed  by  him  to  effect  the  object 
are  adequate — or  indeed  whether  there  are,  consistent  with 
his  known  system  of  policy  as  a statesman,  any  means 
of  enforcing  it  at  all  equal  to  the  exigency. — The  basis  of 
Mr.  Rives  appears  to  be  a presumption  that  twenty  seven 
distinct  and  independent  organized  powers  will  voluntari- 
ly act  in  harmony  not  upon  a new  subject  but  in  correc- 
tion of  an  old  one  with  long  established  habits  to  encoun- 
ter. Now  is  this  a fair  or  reasonable  presumption  if  argu- 
ed only  upon  the  general  character  of  man  ? Particularly 
is  it  fair  when  overlooking  the  existence  of  strong  interests 
and  temptations  acting  directly  against  the  object  in  view  ? 

The  system  of  banking  is  carried  on  differently  in  dif- 
ferent States,  I might  even  say  in  different  parts  of  the 
same  State.  Possibly  to  Mr.  Rives  who  is  familiar  with 
the  less  commercial  and  more  agricultural  division  of  the 
Union,  it  may  not  have  occurred  to  analyze  minutely 
enough  the  practice  of  the  more  commercial  division.  In 
New  England  for  example  the  passage  of  notes  especially 
of  the  larger  denominations,  from  the  time  they  are  issued 
by  a bank  to  the  time  they  return  to  be  redeemed,  is  ex- 
tremely rapid.  Bills  of  a denomination  exceeding  fifty 
dollars  return  almost  immediately,  and  are  therefore  not 
much  issued  excepting  by  the  banks  in  the  great  trading 
towns.  Probably  one  third  of  the  banks,  those  situated 
inland,  derive  all  the  profits  of  their  business  from  small 
notes,  the  smaller  the  better,  because  more  likely  to  keep 
out.  Now  these  are  the  very  notes  Mr.  Rives  is  determin- 
ed to  cut  off.  He  is  for  depriving  these  banks  of  the  cir- 
culation between  man  and  man  for  the  e very  day  wants  of 
life,  the  only  thing  which  gives  to  their  charters  any  value. 

Now  Mr.  Rives  may  not  be  perfectly  aware  of  two  more 
facts  in  this  connexion,  which  make  the  eradication  of  the 
small  banks  at  least  in  Massachusetts  not  a little  difficult. 
Each  of  them  pays  an  annual  tax  of  one  per  cent,  on  its 
capital  to  the  State  Treasury,  thus  contributing  a consider- 
able portion  of  that  revenue  which  renders  a direct  tax  un- 
necessary.— And  each  of  them  being  of  that  class  of  these 
institutions  least  liable  to  odium  as  monopolies,  having 
small  capitals,  distributed  in  small  sums  and  situated  in 
small  towns,  where  they  are  commonly  considered  a bene- 
fit, they  in  the  aggregate  wield  through  our  representative 
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system  no  small  controlling  power  over  our  legislative 
bodies.  I do  not  mean  to  be  understood  as  saying  that 
these  facts  would  present  obstacles  to  the  success  of  Mr. 
Rives’  proposition  in  this  State  entirely  insurmountable, 
but  I must  believe  that  a very  extensive  change  in  public 
opinion  as  well  as  a reform  in  our  selfish  system  of  legisla- 
tion on  the  general  subject  will  be  necessary  before  any 
hope  even  of  its  ultimate  adoption  can  be  entertained. 

It  may  be  observed  also  in  this  connexion  that  upon 
these  banks  the  action  of  the  General  Government  alone, 
and  unaided  by  State  Legislation  through  such  a system 
as  that  proposed  by  Mr.  Rives  is  more  than  ineffective,  for 
it  rather  works  in  the  contrary  direction  to  the  one  desir- 
ed.— A refusal  to  receive  their  notes  by  the  deposite  banks 
would  not  discredit  them  so  long  as  the  other  banks  were 
willing  to  receive  them. — The  small  inland  banks  maintain 
their  circulation  by  supplying  the  smaller  channels  of  every 
day  traffic. — They  in  fact  crowd  out  the  notes  of  the  large 
institutions,  which  can  only  maintain  the  struggle  by  re- 
ceiving the  issues  of  their  competitors  and  returning  them 
perpetually  to  be  redeemed. — This  has  been  tried  in  Mas- 
sachusetts and  found  to  be  the  only  effective  system  of 
preserving  the  currency  undepreciated  out  of  the  hands  of 
the  inland  banks. — Now  Mr.  Rives’  measure  withdraws 
the  deposite  banks  and  the  government  from  all  possibility 
of  control  or  interference,  and  leaves  an  undisputed  field 
to  the  exclusive  possession  of  the  very  paper  sought  to  be 
prohibited. 

Nor  yet  is  the  whole  difficulty  told. — It  may  be  said 
that  the  refusal  of  only  one  or  two  States  to  come  into  a 
scheme  of  this  kind  will  not  prevent  it,  if  adopted  by  the 
rest,  from  being  generally  effective.  I think  this  is  an  er- 
ror.— The  refusal  of  any  one  State  to  suppress  the  small 
bill  circulation  has  a direct  tendency  to  impair  its  efficacy 
in  a sphere  much  more  extensive  than  the  limits  of  that 
State. — And  the  temptation  to  refusal  in  any  one  State 
becomes  greater  in  the  exact  ratio  in  which  the  suppres- 
sion elsewhere  is  effectual. — Let  me  explain  myself  by  an 
illustration. 

Take  for  example  the  State  of  Vermont — an  inland 
State  strongly  interested  in  the  circulation  of  small  notes, 
and  having  out  last  year  the  extraordinary  proportion  of 
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$27,15  of  paper  to  every  specie  dollar  in  the  vaults  of  its 
% banks  to  redeem  them  with.  Now  if  New  York,  New 
Hampshire,  Connecticut  and  Massachusetts  were  to  pro- 
hibit the  issuing  of  any  notes  below  $20  by^the  banks 
* within  their  own  limits,  the  consequence  would  be  a great 
temptation  on  the  part  of  the  banks  of  Vermont  to  extend 
their  circulation  of  notes  below  that  value  into  those 
neighbouring  States — and  the  less  likely  these  small  notes 
would  be  to  find  their  way  into  the  public  institutions  of 
those  states  where  alone  hostile  legislation  could  get  hold 
of  them  in  the  way  of  penalty,  the  more  probable  would 
become  their  remaining  in  secret  circulation  for  an  indefi- 
nite length  of  time,  and  thus  extend  her  banking  resources 
and  profits.  Vermont  would  thus  become  a perfect  hot- 
bed of  small  banks  issuing  small  notes.  Prohibition  and 
all  that  sort  of  thing  would  hardly  serve  the  turn. — During 
the  last  season,  I found  along  the  whole  northern  line  of 
New  York  that  Canada  and  Vermont  ones,  twos  and  three 
dollar  bills  were  quite  as  common  as  such  notes  of  our  own 
are  here  in  Massachusetts — and  this  notwithstanding  the 
law  of  New  York  against  them. — Indeed  any  person  who 
understands  the  least  of  law,  will  perceive  at  once  the  dif- 
ficulty of  arranging  any  effective  system  of  penalty  for  the 
offence. — How  is  it  possible  in  a country  like  this  to  lay 
down  a geographical  line  any  where  in  the  interior  and 
say  to  good  convertible  paper  no  matter  of  what  denomi- 
nation it  may  be,  provided  it  is  issued  from  a legal  source, 
hither  shalt  thou  come  but  no  farther  ? 

Yet  Mr.  Rives’  plan  is  not  in  itself  unwise  or  impracti- 
cable. It  fails  only  in  the  power  necessary  to  enforce  it. 

* The  whole  difficulty  consists  in  the  narrow  construction 
of  the  powers  of  the  General  Government  which  he  among 
others  has  contributed  to  establish,  denying  powers  implied 
which  are  necessary  to  carry  into  execution  those  which 
are  granted — which  has  ended  in  destroying  many  that 
were  granted. — I say  this  with  no  disposition  to  reproach 
him  or  his  party — but 

“ There’s  a divinity  that  shapes  our  ends 

Rough-hew  them  how  we  will” 

and  this  is  as  true  in  regard  to  the  effect  of  money  regula- 
tions as  in  all  else. — The  course  of  things  will  justify  wis- 
dom and  condemn  error  more  certainly  than  any  human 
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effort. — There  is  no  resisting  the  consequences  of  events 
except  by  blinding  the  eyes  to  the  true  nature  of  cause  and 
effect. — This  cannot  be  done  in  the  long  run. — If  it  shall 
be  found  that  the  Government  has  been  deprived  by  mis- 
take of  one  of  the  powers  most  necessary  for  the  protec- 
tion of  the  people  for  whose  benefit  it  was  made,  then  our 
steps  must  be  retraced  and  the  power  again  directly  con- 
ferred.— No  effort  should  be  attempted  by  any  one  to  hast- 
en the  event. — If  any  system  that  can  now  be  devised  will 
keep  us  happy  and  prosperous,  let  us  live  under  it  con- 
tented. If  on  the  contrary  we  are  to  experience  distress 
for  the  want  of  one  or  from  the  operation  of  a bad  one,  let 
the  evil  have  its  own  time  to  work  a perfect  cure. 

In  the  present  stage  of  affairs,  and  because  it  comes 
from  so  responsible  a source,  after  due  consideration  and 
the  fair  statement  of  doubts,  I would  nevertheless  beg 
leave  to  express  an  opinion  that  Mr.  Rives’  plan  ought  to 
be  generally  supported. — If  successful  to  the  utmost  extent 
of  his  wishes  and  his  hopes,  although  it  may  not  even  then 
entirely  check  the  prevailing  fondness  for  bank  issues,  it  will 
certainly  operate  as  a powerful  corrective  to  the  smallness 
of  the  present  metallic  basis,  and  thus  modify  the  danger- 
ous extremes  we  are  now  subject  to.  If  only  partially 
successful,  its  adoption  will  considerably  benefit  at  least 
those  States  in  which  it  can  be  executed — And  if  not  at 
all  successful,  the  disappointment  may  yet  be  productive 
of  something  more  efficient  and  enduring. — If  I may  be 
permitted  to  add  my  own  conviction,  it  is  to  repeat  that 
the  General  Government  has  accidentally  lost  the  use  of 
one  of  the  most  important  powers  expressly  conferred  by 
the  Constitution,  the  power  to  regulate  the  currency,  and 
that  until  some  leading  statesman  shall  consent  to  attach 
his  name  and  influence  to  some  peaceable  and  practicable 
measure  to  regain  that  power,  little  is  to  be  expected  in 
correction  of  the  excessive  fluctuations  to  which  the  present 
state  of  our  monetary  concerns,  renders  every  sort  of  in- 
dustry and  all  active  men  peculiarly  the  victims. 


